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^ntroducL 


ion 

On  January  1.  l')40.  IMan  1  of  the  Health  Service  System  had  lieen  in 
operation  one  year  and  llin-e  niontlis.  Durinf;  that  lime  it  had  provided 
medical  protection  for  over  lii.OOO  persons.  It  h(ul  aclunlly  jmiil  doctor  hills 
for  three  out  of  every  four  city  and  school  em ployees  uho  uere  iiwnihers, 
and  had  relieved  thousands  of  nn'iiihers  of  icorrv  over  burdensome  meilieal 
bills  for  their  families.  The  ])ersons  so  protected  di<l  not  have  to  consider 
whether  or  not  they  could  afford  to  see  a  doctor  or  "o  to  a  hosj)ital.  The  hills 
would  he  paid  from  th<'ir  common  health  service  fund.  As  a  result  they  had 
more  and  hetter  medical  care  than  ever  hcfore.  They  were  prohaiily  hetter 
cared  for  nie<lically  than  any  comparahic  f;rouj>  in  the  United  States. 

Plan  1  is  the  culmination  of  several  years  of  effort  on  the  part  of  em- 
ployees of  the  City  and  of  the  Board  of  Kducation  to  secure  a  workahic  low 
cost  method  of  <;roup  health  j)roteclion  for  themselves  and  their  dependents. 

The  followiufi  report  descrihes  the  financial  and  statistical  exj)erience  of 
the  first  year  of  operation  of  the  Plan  and  the  major  dev<-lopinents  in  the 
service  since  it  went  into  effect.  Oetoher  1.  1938. 

STATEMENT  OF  FINANCES 

Durinf;  the  year  endiufi  Septend)cr  30.  1939.  the  municipal  employees 
and  the  employees  of  the  Board  of  Kducation  contriliuled  $113,962.1(1  to  the 
Health  Service  System  for  medical  care  for  themselves  and  their  families. 
<  >f  this  sum,  §294,571.1.')  was  contrihuted  for  employee  mcmhers  anil  S119.- 
391. 2.T  for  dependents.  These  contrihutions  covered  an  averafie  numlhlv 
inend)ersliip  of  14,7.')0  persons. 

The  niemhership  was  made  uj)  of  9.809  em|)loyees.  3.12  1  adult  dependents 
and  1.817  minor  dependents.  This  was  average  monthly  mcndicrship.  and 
<loes  not  represent  the  total  at  the  end  of  the  year.  The  memhership  had 
increased  from  10.761  em|doyees  aiul  dependents  for  Oetoher.  1938.  to 
15,806  for  Scptemlier  of  1939.  Most  of  the  increase  was  due  to  the  enroljnicnt 
of  dependents.  Th<'re  was,  however,  an  increase  of  nearly  1.000  employee 
mcmhers.  The  ;j:ain  in  employee  mcndicrship  came  lar;:ely  from  the  with- 
drawal of  exemptions  hy  those  who  wanted  the  protection  of  the  service. 
There  continues  to  he  a  slifiht  increase  each  month  in  the  memhership  of 
both  employees  and  dependents.  The  enrollment  as  of  Decemher  31.  1939. 
stood  at  10.293  employees.  3,437  adult  dependents  and  2.140  minors  a  total 
of  15.870.  These  fifiures  are  all  liascd  on  the  actual  receipts.  an<l  do  not  take 
into  ac<'ount  those  pi-rsons  who  hold  memhership  carils  hut  who.  hecause  of 
leaves  without  pay.  or  any  (»ther  reason,  do  not  receive  a  salary  c-heck  for  any 
piven  pavroll  period.  This  does  not  materially  affect  the  avi-raf-cs  for  the 
year  hecause  the  delini|uenl  payments  arc  tieducled  from  a  sulisci|uent 
pavroll,  hut  it  does  mean  that  the  mcndicrship  is  always  a  little  larp-r  than 
shown  )iv  ihe  contriliulion  rc<ords  for  any  one  month. 


Of  the  total  receipts  for  the  year,  $374,857.36  was  allocated  to  the  Mcflical 
Fund  and  $39,105.04  to  the  Administration  Fund.  The  allocation  to  the 
Medical  Fund  was  supplemented  with  the  transfer  of  $3,427.19,  which 
represented  the  halance  of  the  Board's  funds  remaining  from  the  period 
when  Plan  1  was  inoperative.  This  made  the  Medical  Fund  total  for  the 
year  $378,284.55. 

The  allocations  to  the  two  funds  are  made  each  month  and  the  ahove 
figures  are  the  totals  for  the  year.  In  order  to  illustrate  the  manner  in  which 
the  moneys  collected  each  month  are  distrihuted  to  the  funds,  the  month  of 
September,  1939,  will  be  used  as  an  example. 

Of  the  $2.50  received  for  each  employee  and  adult  dependent,  .$2.25  goes 
into  the  Medical  Fund  for  the  month,  and  25  cents,  or  ten  per  cent,  into 
the  Administration  Fund  to  pay  the  clerical,  accounting,  and  other  admin- 
istrative costs  of  the  System.  The  entire  amount  of  the  contribution  for 
minor  dependents  goes  to  the  Medical  Fund. 

For  September,  $25,552.50  was  received  for  employees  and  $8,745.00  for 
adult  dependents,  making  a  total  from  these  two  sources  of  $34,297.50. 
From  this  sum,  $3,429.75  went  to  the  Administration  Fund,  plus  $9.00  in 
penalties  from  persons  who  had  waived  their  exemptions  in  order  to  re- 
enter the  System,  and  $30,867.75  was  allocated  to  the  Medical  Fund.  Con- 
tributions for  minor  dependents  were  $2,458.50,  and  this  all  went  into  the 
Medical  Fund.  From  the  total  collections  of  $36,765.00,  the  final  allocation, 
then,  was  $33,326.25  to  the  Medical  Fund  and  $3,438.75  for  the  Administra- 
tion Fund.  This  same  procedure  followed  month  by  month  resulted  in  the 
total  allocations  for  the  year  given  above. 

From  a  total  of  $378,284.55  allocated  to  the  Medical  Fund  for  the  year, 
$355,232.77  was  disbursed  for  actual  medical  care.  Doctors  received  $241,- 
756.57,  hospitals  $81,422.80,  x-ray  laboratories  $15,953.70,  clinical  labora- 
tories $9,213.83  and  ambulance  companies  $1,461.50.  Physiotherapy  treat- 
ments were  given  in  the  System's  own  physiotherapy  department.  The  cost 
of  maintaining  this  branch  of  the  service  was  $5,424.37. 

Non-medical  charges  to  the  Medical  Fund  amounted  to  $22,700.94.  This 
included  the  fee  of  the  Medical  Director,  the  salaries  of  the  assistant 
medical  director,  the  telephone  operators  and  other  non-clerical  personnel 
and  the  various  expenses  of  the  medical  department,  including  rent,  tele- 
phone service,  printing,  purchase  of  equipment,  stationery,  supplies,  postage 
and  miscellaneous  expense. 

A  balance  of  $350.84  in  the  Medical  Fund  represented  small  amounts 
remaining  after  the  medical  l)ills  and  non-medical  charges  for  each  month 
had  been  met. 

Of  the  total  allocation  of  $39,105.94  to  the  Administration  Fund,  .$24,- 
240.18  was  expended  for  personal  services  and  $9,212.26  for  rental  and 


purchaiio  uf  <-i|iii|)iiicnt.  priiilin^  uiiil  lal)iihitin<:.  station<-iy  ami  olTico  siip- 
plics,  directors'  l)oii(l  prcmiuins  and  insuraiifc,  costs  of  llic  Health  Service 
Board  election,  postafie.  Icfial  services,  telephones  and  niiscellancous 
exj>ense.  Partial  cost  of  the  necessary  alterations  in  the  Aiiditoriuin  for  the 
new  Health  Service  cjuartcrs  were  charjied  to  the  Administration  Fund 
prior  to  Septemlier  30.  1939.  This  amounted  to  81.078.92.  The  fund  showed 
a  cash  balance  at  the  end  of  the  vear  of  S4.573.68. 


The  following  pereentajte  distribution  of  expenditures  was  made  from 
the  total  of  the  eondiined  funds: 

DOCTORS    57.9 

HOSPITALS 195 

X-RAY  LABORATORIES  '. 3.8 

CLINICAL  LABORATORIES  _ „ 2.2 

AMBULANCE  0.4 

PHYSIOTHERAPY   „ U 

MEDICAL   OXERHEAD   5.3 

NONMEDICAL  OVERHEAD  7.9 

EQUIPMENT  AND   ALTERATIONS 0.5 

UNEXPENDED  BALANCE  _ 1.2 

inn.n 

Of  th<'  total  of  .S3SS.232.77  disbursed  for  medical  care.  appro\imatc!\  f)8 
per  cent  went  for  doctor  service.  23  per  cent  for  hospitali/.alioii.  and  9  per 
cent  for  x-ray.  clinical  laboratory  examinatiuiis,  aud)ulance  and  physio- 
therapy. 


NOTE: 

Subdivision  I-  of  Srction  172.1  of  iln-  charirr  <>/  iIk'  City  orul  (.oiiniy  <>/ 
San  Francisco,  under  nhivh  llir  Urallli  Service  System  (cn.s  estalilislied. 
provides : 

"Disltiirsements  from  the  fund  sludl  he  made  only  upon  audit  h\  the 
controller  and  the  controller  shall  have  and  exercise  the  accoiintin/i  anil 
auditinf!  powers  over  the  funds  of  the  system  which  are  vesteil  in  him  /»v 
this  charter  u'ilh  respect  to  all  other  municipal  hoards,  officers  and  com- 
missions." 


The  following  suniiiiaiy  of  financial  operations  presents  these  figures  in 
furtiier  detail. 

SUMMARY  OF  OPERATIONS 

Year  Ending  Scptcinbpr  30,  1939 

CONTRIBUTIONS  FROM  MEMBERS 

Employees  8294,269.65 

AHull   Dependents  93,728.25 

Minor  Dependents  25,663.00 

Penalties   301.50     8413,962.40 

ALLOCATION  OF  FUNDS 

Total  of  monthly  allocations  to  Medical  Funds $374,857.36 

Transferred  to  Medical  Fund  from  Plan  1,  inopera- 
tive    3,427.19       378,284.55 

Administration    39,105.04     8417,389.59 

TOTAL  MEDICAL  FUNDS $378,284.55 

MEDICAL  SERVICE  CHARGES 

Doctor  bills  8241,756.57 

Hospitalization    81,422.80 

X-Ray  Laboratories  15,953.70 

Clinical   Laboratories   9,213.83 

Ambulance   1,461.50 

Physiotherapy   (Operating  Expense) 5,424.37     $355,232.77 

OTHER  MEDICAL  FUND  CHARGES 

Personal  Services  6,739.37 

Fee  of  Medical  Director 11,633.77 

Rent   900.00 

Telephone  985.04 

Printing  1,020.67 

Stationery,  Office  Supplies 739.73 

Postage    - 141.88 

Equipment   389.66 

Miscellaneous  expense  150.82        22,700.94     $377,933.71 

BALANCE ?       350.84 

ADMINISTRATION  FUND  $  39,105.04 

ADMINISTRATION  CHARGES 

Personal  Services  .-- $  24.240.18 

Rental  of  equipment   (Tabulating  machines) 2,912.17 

Printing   and  Tabulating 2,553.91 

Alterations — New  Quarters  1,078.92 

Stationery,   Office   Supplies 918.33 

Bond  premiums,  insurance 665.15 

Postage    446.85 

Legal  Services  300.00 

Telephone  52.00 

Election   Expense  283.07 

Purchase   of   equipment 686.78 

Miscellaneous  expense  394.00     $  34.531.36 

BALANCE  8    4,573.68 


THE  DOCTORS 

The  sum  of  nearly  a  quarter  of  a  million  dollars  paid  to  doelors  of 
medicine  durinj;  the  first  year  of  the  H<-altii  Service  covered  treatment  of 
10.696  individuals.  This  is  73  per  c<'nt  of  the  entire  membership  employees 
and  dependents.  As  was  to  he  expected,  the  percentafre  of  employees  using 
the  service  was  somewhat  less  durin<;  the  initial  period  than  dependents. 
Sixty-seven  j)er  cent  of  the  emplovees  had  the  servi<-e  of  a  doctor  hy  the 
end  of  Septend)cr.  19.^9.  and  a  preliminarv  che<k  of  the  records  revealed 
that  that  p<'rcentaf;e  had  i;one  up  to  71)  hv  the  end  of  th<-  calendar  year. 
That  is  many  more  ])atients  than  had  heen  anticipatt-d  and  j)rohal)ly  means 
that  the  municijial  employees  of  San  Francisco  were  Ijetter  care«l  for 
medically  than  anv  other  comparahle  group  in  the  I  nited  States.  At  least 
we  know  that  three  out  of  every  four  employees  of  the  city  had  the 
attention  of  a  doctor,  which  is  a  fjreater  proportion  than  of  any  similar 
group  on  which  statistics  were  availahle  to  the  Health  Service  Boar<l.  and 
the  high  professional  standards  of  medical  practice  in  San  Francisco  are 
recognized  generallv. 

Although  there  was  acluallv  a  licavv  increase  in  certain  illnesses  during 
the  winter  months,  most  of  what  might  appear  to  have  heen  an  exception- 
ally high  illness  rate  was  not  really  that  at  all.  hut  only  an  increase  in 
requests  for  tlie  services  of  doctors  for  conditions  which  formerlv  wduld 
have  received  no  medical  attention.  Some  of  this  was  expected.  The  Hoard 
helieves  that  the  free  availahilitv  of  the  services  of  a  doctor  for  even  minor 
conditions  and  for  periodic  check-ups  is  a  necessarv  i)art  of  anv  group 
health  protection  |>rogram.  It  means  lliat  over  a  ])eriod  of  time  the  value 
of  preventive  medicine  will  lie  fell,  with  the  result  that  the  individual  will 
l)e  licttcr  o(T  Ix'causi'  of  improved  health  and  the  city  government,  in  this 
ease,  will  he  better  ofT  hecaiisi-  of  improved  service  from  its  employees 
and  less  financial  loss  from  sick  leaves.  Then'  was.  of  course,  considerahle 
ahuse  of  tin-  system.  A  certain  amoimt  of  this  was  to  he  expected  during  the 
early  stages  of  the  Flan  and  much  has  now  heen  done  to  eliminate  practices 
that  worked  to  the  disadvantage  hoth  of  the  memhership  as  a  whole  and 
of  the  professional  staff.  The  adjustments  necessary  to  curh  overuse  anil 
permit  a  liighc-r  rate  of  pavnu-nt  to  the  doctors  will  he  <-xplained  later. 

Of  the  10.696  suhscrihers  who  liad  the  attention  of  a  doctor  during  the 
first  12  nuinths.  most  neeileil  onlv  a  few  visits  to  a  physi<-ian"s  olTice.  Many, 
however,  had  surgical  operations  or  received  a  prolonged  series  of  visits 
from  the  doctor  of  their  clioice.  either  at  home  or  in  the  h<ispital.  wliich 
would  have  cost  several  hundred  dollars  and  kept  tlie  city  employee  in 
financial  straits  for  iiionlli-.  or  even  vears.  if  il  hail  no!  heen  for  tin-  llcailli 
Service. 

There  are  niiu    9!U)   Iim;iI   dixtor-  and   <M   <iiit-i>r-l<>\Mi   dm  lor-      a   tot.il  of 


1080  |»artioi|>atiiin;  in  the  Health  Service.  This  is  an  increase  of  alioul  200 
since  the  service  liecanie  effective.  Nearly  800  had  joined  the  professional 
staff  prior  to  October  1,  1938.  Durinf;  the  time  that  there  was  an  increase 
of  200  in  the  staff  there  were  28  withdrawals.  Seven  nicniljcrs  of  the  pro- 
fessional staff  expired  and  two  moved  from  San  Francisco.  The  out-of-town 
staff  is  for  the  convenience  of  memhers  who  are  employed  outside  of  San 
Francisco  and  for  those  who  live  elsewhere  with  the  approval  of  the 
Director  of  Public  Health  or  Board  of  Education. 

Of  the  total  of  1.117  doctors  who  sifcncd  up  with  the  System,  943  had 
treated  one  or  more  patients  under  Plan  1  hy  September  30,  1939.  The 
average  number  of  Health  Service  Patients  j)er  doctor  was  18.5  for  those 
who  had  patients  and  the  highest  number  676. 

The  cost  of  the  doctor  services  for  these  cases  varied  from  two  and  a 
half  units  for  a  single  office  visit  to  $262.  This  is  for  the  doctor,  only,  and 
just  for  one  doctor.  Many  cases  had  the  attention  of  more  than  one  doctor. 

The  average  total  amount  for  the  year  for  all  patients  paid  to  doctors  of 
the  professional  staff  who  rendered  service  was  $255.37.  The  highest  total 
payment  was  $5,498.70. 

The  following  tables  illustrate  the  distribution  of  patients  and  the  total 
amount  received  by  doctors.  The  number  of  patients  by  doctor  grouping 
does  not  necessarily  coincide  with  the  grouping  by  amounts  received.  A 
surgeon  might  have  received  more  money  for  a  fewer  number  of  patients 
than  was  paid  a  general  practitioner  for  a  larger  number. 


TABLE  I 

Distribution  oj  Patients  by  Doctors 

Number  Number 

Patients''  Doctors 

None    174 

Under  5  255 

5—    9 230 

10—  19 206 

20—  49 - 178 

50—  99 52 

100—199 19 

200— above   3 


the  number  treated  by  different  doctors.    Many  per 


TABLE  II 

Distriliulion  of  I'tintis  Id  Doctors 

Amounts  iSiimlier 

Received  Doctors 

None    „ 174 

Under  $50 250 

$50  to  $199 335 

$200     S499 212 

$500     $999 113 

$l,n00-Sl,999 _ 29 

$2,000     $2,999 2 

$:{.0{)0     $3,999 1 

$4,000     ahovc  1 

Th<>  <'hartor  uiu(~n<liiicnt  under  which  the  Heahh  Service  was  t-slalili.-licd 
{Iiiaraiitces  tho  patient  free  choice  of  doctor.  Plan  1  puts  tliat  provision 
into  practice.  This  feature  was  demanded  liy  the  doctors  and  had  the 
approval  of  the  employees.  The  Board  has  fiuarded  that  ri};ht  of  free  choice 
very  carefully.  The  Ah-dicai  Director  and  his  staff  have  frequently  heen 
asked  to  recommend  doctors.  These  requests  are  refused  with  the  explana- 
tion that  the  System  has  neither  tlu"  authority  nor  the  desire  to  {luide  the 
pati<-nt  in  his  selection  of  a  doctor.  The  suhscriher  is  provided  with  a  list 
of  the  doctors  who  have  sifrned  up  with  the  Health  Servi<-e.  Tin-  list  includes 
most  of  the  practicinf;  doctors  of  medicin<~  in  tlu-  city.  The  patient  must 
select  a  doctor  who  is  on  the  list.  Beyond  that  his  choice  is  made  in  the 
same  manner  as  thou<:li  he  were  not  a  niend>er  of  the  System. 

There  is  no  way  of  knowinj:  how  evenly  or  inievenly  the  distrihution  of 
the  city  employees  as  patients  over  the  medical  profession  in  San  Francisco 
was  l«-fore  the  Health  S<'rvice  hecame  elTeitivc.  It  is  known,  however,  what 
that  distrihution  has  heen  under  the  Health  Service  System.  The  result 
of  the  fn'c  choice  practice  during  th<-  first  12  months  has  heen  that  2.S  per 
cent  of  the  doctors  have  heen  selected  hy  the  patients  for  7,1  per  cent  of 
their  nK'dical  <'are.  In  other  words,  one-fourth  of  the  doctors  received  three- 
fourths  of  tlu-  patients  and  three-fourths  of  the  doctors  received  onlv  on<'- 
fourth  of  the  patients. 

The  complaints  that  have  arisen  amon;:  the  doctors  ha\e  not  heen  in 
proportion  to  the  nundier  of  patients  tlu'y  have  treated.  The  most  fre<juent 
complaints  come  from  doct«)rs  who  receive  few  patients,  and  most  of  the 
complaints  of  suhscrihers  are  from  the  2.1  per  cent  of  the  patient-  xsiio 
sfdect   doctors  with   a   small    Health   Ser\ice   practice. 

There  is  a  relationship,  too.  hetween  the  niunher  of  patients  a  doctor 
recc>ives  and  the  nundier  of  visits  for  their  tn-alment  he  sidimits  in  his  hills. 
A  taliiilation  of  the  services  reiulered  hy  the  various  memhers  of  the  pro- 
fessional staff  revt'alcd  a  marked  tendency  on  the  part  of  those  doctors 
who  had  comparatively  few  Health  Si-rvice  patients  to  use  more  visits  per 
case  in  their  treatment  than  the  iloetors  who  had  a  larmier  numher  of 
patients. 


The  chief  coni[)laint  of  the  doctors  ajiainst  the  HeaUh  Service  has  been 
that  the  monthly  value  of  the  unit  of  service  was  too  low.  At  the  time  Plan  1 
was  inaugurated  there  was  no  existing  system  nearly  enough  like  it  to  l)e 
used  as  a  basis  of  determining  the  amoiuit  of  medical  service  that  could 
be  j)rovided  for  a  grouj)  of  this  kind  at  a  fixed  sum.  Such  data  as  was 
available  indicated  that  the  benefits  tlesired  could  be  obtained  for  a  monthly 
contribution  of  $2.50.  It  was  anticipated  that  the  amount  of  treatment  given 
during  the  first  year  would  be  more  than  would  be  expected  under  normal 
circumstances  after  pre-existing  conditions  in  both  employees  and  de- 
pendents had  been  cleared  up  and  after  the  members  and  their  doctors 
had  become  accustomed  to  the  system. 

The  most  important  financial  result  of  this  inaugural  period  was  that 
the  doctors  received  an  average  of  only  66  cents  for  a  unit  of  service  which 
under  the  full  value  of  the  fee  schedule  would  have  been  worth  one  dollar. 
The  full  value  of  the  unit  was  paid  for  the  first  three  months — October, 
November  and  December  of  1938.  After  that  the  value  fluctuated  between 
a  low  of  50  cents  for  Januai-y,  1939,  and  a  high  of  67  cents  for  September, 
1939,  the  twelfth  month  of  the  service. 

For  October,  November  and  December  of  last  year  the  rate  was  77  cents, 
71  cents  and  80  cents,  respectively,  and  indications  are  that  the  changes  in 
the  service  which  became  effective  for  January  of  this  year,  and  the  higher 
contribution  for  most  minor  dependents  which  will  enlarge  the  Medical 
Funds  beginning  with  February  will  result  in  a  further  substantial  increase 
in  the  rate  of  payment  to  the  doctors. 

While  it  is  generally  agreed  that  the  value  of  the  unit  during  the  first 
year  was  entirely  too  low  to  compensate  the  doctors  fairly  for  their  services, 
it  may  be  pointed  out  that  the  total  amount  of  money  paid  to  the  doctors 
of  San  Francisco  month  after  month  for  care  of  the  municipal  employees 
was  far  greater  than  they  ever  received  before  for  treating  the  same  group. 
It  is  true  that  the  doctor  may  have  received  less  for  each  individual  item 
of  service — assuming  that  in  private  practice  be  actually  collected  a  fairly 
high  proportion  of  his  fees — but  he  performed  far  more  service,  both  as 
to  number  of  patients  and  number  of  treatments,  than  formerly,  and 
accordingly  received  a  greater  amount  of  money.  This  would  not  be  the 
case,  of  course,  with  every  individual  doctor,  I)ut  it  is  true  of  the  medical 
profession  of  San  Francisco  as  a  whole.  Proof  of  this  statement  is  found  in 
the  Health  Service  Board  records  for  the  six-and-one-half  month  period 
during  which  Plan  1  of  the  Board  was  inoperative. 

It  will  be  recalled  that  the  Controller  had  made  deductions  for  the 
Health  Service  from  the  city  payrolls  of  March  15,  March  31,  and  April  15, 
1938.  He  then  withheld  the  funds  from  the  Board  pending  a  court  opinion 
on  the  legality  of  Plan  1  and  the  charter  amendment  under  which  it  was 
adopted. 

The  opinion  upheld  the  system  on  every  point  and  after  the  Plan  was 


l>nl  into  t>|>t-nitioii  ()(ti>lMT  1.  1938.  tlic  Hourd  i.ssufd  a  iiotict-  rc(Hicsliii;; 
tliat  fiii|il<)y<'cs  who  hail  hi-cii  iiK'iiihi-rs  on  Marcli  IS.  present  all  the  hills 
they  hail  iniurieil  lor  nieilieal  service  hetween  March  15  and  Septenilier 
30.  1938.  in  onler  tiiat  tile  money  helil  ilurin^  this  inoperative  period  niifihl 
!)<•  used  to  make  a  pro-rala  reindmrsemenl  [o  the  employees  for  the  doctor, 
hospital  and  other  medical  expenses  they  had  met. 

A  tabulation  of  these  claims  showed  that  SO-l-.SSQ  worth  of  niedi<'al  hills 
for  service  tliat  was  suhstantially  the  same  as  tliat  provided  under  Flan  1 
had  heen  suhmitted.  On  a  montiilv  !)asis  these  would  haxe  amounted  to 
$9,930.  The  averafie  amount  availalile  each  montii  for  payment  of  medical 
hills  (exclusive  of  |divsiotlierapv  I  of  eniplovee-memhers  of  the  Health 
Service  from  the  contrihnlions  made  1)V  emphtvees  cuilv  is  $20,517. 

This  is  a  net  amount  after  administrative  allocations  and  all  non-medical 
deductions  have  been  made. 

Many  of  the  emj)loyces  jirohably  delayed  goinj;  to  the  doctor  during  that 
time  and  sonu>  must  have  nei;lected  to  submit  small  hills,  hut  a  comparison 
of  this  amount.  $20,517.  with  the  $9,930  per  month  paid  prior  to  October 
of  1938  reveals  that  the  medical  profession  as  a  whole  has  received  con- 
siderably more  for  the  care  of  city  and  school  emplovees  than  before  group 
payment  of  their  medical  bills  was  instituted. 

This  fact  is  no  doubt  recognized  by  many  members  of  the  professional 
staff  and  probably  accounts  to  a  large  extent  for  the  willingness  of  a 
majority  of  the  doctors  of  the  community  to  cooperate  in  working  out  a 
satisfactory  health  service  plan.  A  majority  of  the  participating  doctors 
have  cooperated  to  a  surprising  degree  and  verv  likelv  will  contiiuie  to  do 
so  as  long  as  they  realize  that  the  Health  Service  Board  is  sincere  in  its 
efforts  to  |irovide  the  best  of  medical  attention  for  its  meudters  at  a  rate 
whic-b  compensates  the  professional  staff  fairly  and  disturbs  the  previous 
relationship  between  the  doctors  and  their  patients  as  little  as  possible. 

PAYMENT  TO  DOCTORS  AND  VALUE  OF  UNIT  BY  AIONTHS 
OcIoIkt.  l<):i8-Si-ptemher,  1939 

Paid  to  Doctors  I  alue  of  I'nit 

$13,152.U()  $1.00 

17.603.50  1.00 

38,063.00  1.00 

17.940.75  0.50 

18.874.87  0.65 

17.801.04  0.50 

18.948.17  0.54 

19,543.34  OJSl 

19.630.78  057 

19,174.62  0.66 

20,273.08  0.65 

20.451.42  0^67 

$241,756.57  $0.66 


Month 

Year 

Ortober 

1938 

NovemIxT 

Ueremhi-r 

J.iiiu:iry 

19:t9 

F<-I>rii:iry 

" 

Murcli 

April 

May 

•' 

June 

" 

July 

Au|!ll>l 

.Si-pli-nilMr 

TOT\L 

October,  1939-Decembpr,  1939 

October  1939  $24,948.11  $0.77 

Novemhei-  "  21,703.75  0.71 

December  "  23,066.85  0.80 

HOSPITALS 

Thirteen  hospitals  in  San  Francisco  have  signed  afireemcnts  with  the 
Health  Service  Board  to  accept  a  uniform  rate  of  compensation  for  care 
of  the  siibscrihers  of  the  system.  This  is  all  hut  one  of  the  major  hospitals 
in  the  city.  In  addition,  there  are  now  nine  out-of-town  hospitals  partici- 
pating for  those  employees  who  live  or  are  employed  in  other  areas. 

These  institutions  received  from  the  Health  Service  a  total  of  $81,422.80 
for  hospitalization  of  1,500  persons  entitled  to  benefits  of  the  system  during 
the  twelve  months  ending  September  30,  1939.  The  average  cost  per  case 
was  .$54.28.  Almost  all  of  this  amount  went  to  local  hospitals.  There  was, 
however,  a  great  difference  in  the  number  of  patients  selecting  various 
hospitals,  and  a  corresponding  difference  in  the  amounts  paid  for  their 
care.  An  indication  of  preference  for  a  particular  hospital  was  obtained 
from  the  city  employees  in  a  questionnaire  survey  of  their  medical  expenses 
made  shortly  after  the  first  Health  Service  Board  took  office.  The  preference 
shown  in  this  survey  held  fairly  consistently  during  the  year  under  Plan  1. 

Over  50  per  cent  of  the  total  payment  went  to  three  institutions  for  the 
care  of  835  patients.  These  three  hospitals  headed  the  list  of  preferences 
stated  in  the  questionnaire  returns. 

Payment  to  the  hospitals  is  made  at  the  flat  rate  of  $7.20  a  day,  regardless 
of  the  amount  of  service  used.  In  some  so-called  "come  and  go"  cases, 
where  the  patient  is  confined  only  part  of  the  day,  the  full  daily  rate  is  not 
charged. 

This  entitles  the  patient  to  a  ward  bed,  meals,  general  nursing  care,  floor 
supply  of  drugs  and  dressings,  x-ray  and  clinical  laboratory  examinations, 
use  of  operating  room,  administration  of  anesthetic,  and  various  other 
services.  A  patient  may  select  a  private  or  semi-private  room  by  paving  to 
the  hospital  the  difference  lietween  the  regular  ward  rate  and  the  rate  for 
any  other  room  he  may  choose.  Many  patients  chose  the  higher  priced 
accommodations. 

There  were  two  rather  frequent  types  of  complaint  from  the  hospitals. 
The  first  was  that  cases  hospitalized  for  one  or  two  days  for  minor  opera- 
tions often  used  so  much  service  in  addition  to  the  bed  that  they  were 
unprofitable.  This  was  especially  true  of  the  hospitals  that  received  com- 
paratively few  cases.  With  those  receiving  a  larger  number  of  cases  the 
situation  was  equalized  by  cases  which  required  no  "extras"  and  remained 
a  longer  period — sometimes  the  full  21  days  allowed  under  the  Plan.  It  is 
expected  that  a  decrease  in  the  frequency  of  minor  operations  with  the 


clearing  up  of  pre-existing  conditions  in  the  membership  will  work  to  the 
advantage  of  the  hospitals  as  well  as  the  doctors. 

The  second  source  of  dissatisfaction  among  the  hospitals  was  tlic  ])rartice 
of  some  doctors  of  or<l<'ring  an  excessive  nuiiihcr  of  examinations  and  other 
services  for  their  Health  Service  patients  when  their  attention  diil  not  cost 
the  patient  anything  indi\  idually.  There  have  been  fewer  complaints  of 
this  j>ractice  in  recent  months,  however,  and  the  dilTiculty  has  proliahly 
adjusted  itself  as  the  doctors  became  familiar  with  the  Plan  and  realized 
that  a  satisfactory  relationship  with  the  hospitals  must  be  maintained  if  the 
rate  of  compensation  to  the  doctors  is  to  be  increased. 

Approximately  10  per  cent  of  the  subscribers  received  hospital  benefits 
during  the  year.  They  re«juired  a  total  of  11,.309  days  of  hospitalization. 
This  is  an  average  of  seven  and  one-half  days  i)er  case,  which  demonstrates 
that  for  the  great  majority  of  cases  the  21  days  allowed  by  Plan  1  are  more 
than  sufficient.  I'nder  a  recently  ado[)ted  resolution  the  lioard  has,  however, 
provided  a  method  of  extending  additional  hospital  benefits  soon  to  those 
few  cases  requiring  more  than  the  j»resent  limit. 

The  year's  experience  has  shown  that  the  cost  of  providing  the  present 
hospital  benefits  was  46  cents  per  subscriber  per  month,  exclusive  of 
overhead.  An  arbitrary  apportioning  of  a  few  cents  per  nuMuber  per  month 
of  the  ovj'rbead  expense  to  the  cost  of  hospitalization  shows  that  these 
benefits  have  been  obtained  at  a  far  lower  price  than  <-ould  have  been  had 
by  re-insuring  the  membership  in  an  outside  hospital  insurance  organiza- 
tion. The  usual  rate  of  tlu'se  outside  organizations  is  90  cents  a  month. 
In  othi'r  iiords.  the  lli'iilth  Servivv  Board  and  its  Mi'dical  Dirrclor  hat<- 
actually  savrd  the  city  cm ployvrs  and  the  teachers  betueen  .'i5  and  W  cents 
per  month  each,  or  ahout  S  1.50  for  the  year,  on  the  cost  oj  hospitalization. 
The  total  saving  on  a<lult  sui)scril)ers  alone  has  been  well  over  .S.SO.OOO. 

The  fact  that  pre-existing  conditions  in  the  em]>loyee  nu-ndtership  and 
in  those  dependents  who  were  enrolled  when  the  System  first  b<-came  opera- 
tive were  accepted  for  treatment  necessitated  the  delaying  of  hospilalizalion 
for  cases  which  were  not  acute.  Requests  for  hospitalization  of  non-acute 
cases  are  placed  on  a  waiting  list  and  i)ermission  to  i-nter  a  hospital  as  a 
Health  Service  patient  for  an  op<'ralion  is  gran(<-d  by  llie  Medical  I)irect<M- 
as  conditions  permit.  The  nundier  of  cases  going  into  the  hospital  each 
month  from  this  list  depends  upon  the  nundter  of  acule  or  emergency  cases 
which  must  be  cared  for  and  upon  the  general  prevalence  of  illness.  The 
fewer  acute  or  <'mergency  caM>  x\lii<-li  ari^e.  and  the  less  general  illnc-ss. 
the  more  cases  an-  taken  from  the  list  each  month. 

It  is  necessary  to  more  or  less  stabiliz<-  the  proportion  of  the  Medical 
Fund  which  goi-s  to  the  doctors  and  llie  hospitals  in  oriler  to  protect  the 
inlrn-sls  of  the  iloclors.  Il  is  expei  I.d  thai  the  li>l  uill  ivrnlnalK  l.r 
ilephted  to  a  point  where  there  will  be  litlb-  or  no  delay  for  hospitalization 
of  non-acute  cases. 
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X-RAY,  CLINICAL  LABORATORIES  AND  AMBULANCE 

X-ray  and  clinical  laboratory  examinations  and  ambulance  service  for 
the  first  12  months  of  the  service  accounted  for  $26,629.03,  or  eight  per  cent 
of  all  the  money  disbursed  for  medical  care,  not  including  physiotherapy. 

X-ray  facilities  were  used  by  1,733  suljscribcrs  at  a  total  cost  of  $15,953.70. 
This  was  an  average  of  $9.20  per  patient. 

Clinical  laboratory  procedures  for  2,082  persons  cost  $9,213.83,  an 
average  of  $4.43  per  patient.  Payment  was  made  to  43  x-ray  and  96  clinical 
laboratories. 

The  yearly  limit  on  the  amount  of  these  Iiencfits  permitted  under  Plan  1 
is  $10.00  and  $5.00,  respectively,  for  andjulatory  patients.  This  does  not 
apply  to  examinations  given  patients  while  confined  to  a  hospital  during 
the  21  days  allowed  by  the  Health  Service.  There  the  cost  of  such  examina- 
tions is  included  in  the  flat  daily  rate  paid  the  hospital.  The  high  proportion 
that  the  average  cost  per  patient  is  of  the  total  allowed  shows  that  most 
patients  who  have  any  x-ray  or  clinical  laboratory  tests  use  all  of  these 
benefits  they  are  entitled  to  under  the  Plan.  This  means  that  many  patients 
must  bear  some  ex])ense  for  examinations  l)eyond  the  maximum  provided. 
There  is  at  present,  however,  no  apparent  way  of  increasing  these  benefits 
without  either  curtailing  other  benefits  or  increasing  the  subscription  rate. 
Neither  of  these  courses  is  practical.  The  Board  feels  that  the  members  are 
now  contributing  as  much  as  they  should  lie  required  to  contribute  to 
provide  themselves  with  adequate  care. 

The  other  course,  curtailing  other  Ijenefits,  is  likewise  undesirable. 
Extensive  doctor  care  and  hospitalization  are  much  more  important  than 
the  auxiliary  care  required  by  ambulatory  patients.  Finally,  the  individual 
member  who  is  so  unfortunate  as  to  suffer  a  prolonged  illness  or  a  serious 
injury  is  much  better  off  if  all  his  doctor  bills  are  paid  for  that  condition 
and  a  maximum  amount  of  hospitalization  provided  than  he  would  be  if 
these  benefits  were  restricted  so  that  at  another  time  he  might  l)e  saved  a 
few  dollars  on  an  x-ray  or  a  clinical  laboratory  examination  for  a  condition 
which  did  not  require  him  to  be  in  a  hospital.  It  is  during  the  time  of  a 
more  serious  illness  or  injury  that  he  needs  help  most.  This  was  one  of  the 
factors  by  which  the  Board  was  guided  in  its  action  upon  the  adjustments 
in  the  benefits  recommended  by  the  Medical  Director  for  the  year  bcfinnin" 
January  1,  1940. 

Ambulance  service  is  the  smallest  item  financially  of  the  auxiliary  care 
provided  under  the  System.  The  total  cost  of  this  service  was  $1,461.50. 
That  covered  209  patients,  an  average  of  $6.99.  One  person  in  seven  who 
went  to  the  hospital  used  an  ambulance.  There  are  three  local  ambulance 
companies.  All  are  participating  in  the  Plan. 


PHYSIOTHERAPY 

Physiotherapy  service  is  iiiainlaiiK-d  hy  the  Boiitd.  itself.  A  rule  iif  the 
Board  requires  that  pliysiolherapy  Ireatmenls  lie  aihiiinislered  iiniler  the 
suj>ervision  of  a  doclor  of  iiiedieiiie.  Tliere  is  no  outside  ajieney  in  the 
eity  devoted  to  phvsiolherapv  exehisivelv  that  lias  a  doelor  of  niedieiiie  in 
char};e.  Althou;;h  a  rule  of  the  Board  limits  such  treatnietils  to  SKI.IM)  in 
selling  vahie  per  patient,  there  is,  und<'r  the  present  arrani;enient,  no  limit 
on  the  amount  of  this  medical  care. 

The  physiotherapy  department  has  prove*!  to  he  one  of  the  most  popular 
features  of  lh<'  Health  Ser\  ice  SystiMu.  W  hen  the  doctiu-  prescrihes  pln>io- 
therapy  treatments  for  a  Health  Service  patient,  the  patient  take-  the 
prescription  to  the  department  and  one  of  three  expert  atlenrlanls  admin- 
isters the  tvpe  of  treatment  ordered  liy  the  doctor  with  modern,  up-to-date 
etjuipnu-nt  that  has  heen  purchased  hy  the  Health  Service  System  to 
[trovide  an  unlimited  amount  of  the  hest  of  this  type  of  medical  Iri-atment 
for  its  mcndiers. 

The  cost  of  maintaining  this  liranch  of  the  service  during  the  (irst  year 
was  S5.424.37.  This  included  the  salaries  of  two  full-time  operators,  one 
part-time  o|)erator  and  a  part-time  doctor  of  moheine  as  supervisor  and 
rent,  laundry  and  miscellaneous  supplies.  The  cost  of  the  equipment  and 
furnisliings  was  paid  from  fuufls  contrihuted  jirior  to  the  lime  I'lan  1 
heeanie  operative. 

During  tin*  first  12  tnonths  8.8.^.')  treatments  were  administered  to  t(l3 
patients.  This  is  an  average  of  22  treatments  per  patient.  If  given  hy  an 
outside  agenev  these  treatnu'uts  would  have  <-osl  ahout  SI. .50  <'aeh.  or  a  total 
of  S13.282..50.  The  actual  cost  was  S.i. 424.37.  Thus  it  is  seen  that  in  providing 
the  numher  of  treatnu-nts  used  the  Board  saved  some  S7.8.i8  of  its  memhers' 
funds  hy  estaidishiiig  and  operating  the  physiotherapy  ilepartment. 

CHANGES  IN  THE  PLAN 

Several  changes  or  adjustnu-nls.  most  of  them  of  a  minor  nature,  were 
made  in  the  working  of  I'lan  1  commencing  with  Novcndier.  1*>3'>.  They 
were  of  three  general  types  reduction  of  the  niunlx-r  of  units  allowed  the 
doctors  for  surgerv.  restriction  of  certain  lienclits.  and  an  increase  in  the 
rate  of  <-ontrihution  for  some  minor  dependents.  'I'he  last  feature  of  the 
revision  rlid  not  hecome  effective  until  Fehruary.  1940. 

These  changes  werr-  adopted  for  two  reasons,  first.  In  i>vriuil  ti  Itiulirr 
rale  (if  /xiynK'nl  lo  llir  ilnilnrs.  and  si-rimil.  In  rrdurr  llw  dis/irnfinrlinn 
bvlHi-rn  llir  (ininnni  fxiid  in  for  dr/irndi'nis  and  ihr  ainnnni  /iniil  niil  jnr 
iho  sprvirr  iis)-d  hy  tlirin.  The  set-ond  reason  for  the  changes  has  a  direi-l 
l)earing  on  the  first.  An  adjustment  of  the  henelits  of  all  dependents  and 
an  increase  in  the  rate  of  contriluition  to  Sl.jO  for  th minor  dcpctnhtit- 


who  hail  been  in  the  System  at  $1.00  per  month  would  go  far  toward 
increasing  the  value  of  the  unit  to  a  point  where  the  doctors  were  amply 
paid. 

Plan  1  had  no  parallel  precedent.  It  was  unique  and  experimental.  There 
was  no  way  of  foreseeing  just  exactly  what  benefits  could  be  provided  at  a 
given  rate  of  contribution.  This  was  recognized  at  the  time  the  Plan  was 
drawn  up.  and  provision  was  made  at  that  time  for  a  review  of  the  medical 
and  financial  experience  by  a  conference  of  the  doctors,  the  Medical 
Director  and  the  Health  Service  Board  after  the  service  had  been  in 
operation  for  12  months.  This  experience  w'as  reviewed,  certain  statistical 
data  studied,  and  proposals  for  adjustment  made. 

The  outstanding  fact  was  that  the  doctors  had  received  an  average  of 
only  66.3  cents  per  unit  of  service  for  which  the  full  value  was  supposed  to 
be  $1.00.  All  parties  to  the  negotiations  agreed  that  the  rate  of  payment 
had  been  inadequate  and  that  steps  should  be  taken  to  increase  it.  And 
since  dependents  had  cost  more  in  proportion  to  the  amount  contributed 
for  them  than  employees  they  were  the  first  to  be  considered  in  making 
adjustments  in  the  service. 

An  additional  factor  here  was  the  ratio  of  employees  who  had  brought 
dependents  into  the  System  to  those  who  had  not.  Approximately  one-third 
of  the  employees  had  brought  in  one  or  more  dependents.  This  meant  that 
for  every  employee  who  would  benefit  as  a  result  of  a  portion  of  the 
employee  contributions  Ijeing  used  for  the  care  of  dependents,  two  em- 
ployees would  be  injured  to  the  extent  that  their  Health  Service  would  not 
be  as  satisfactory  as  though  the  de])endents  were  carrying  themselves. 
The  Board^s  first  responsibility  is  to  the  employees  and  a  majority  of  the 
employee  members  either  did  not  have  dependents  within  the  meaning  of 
the  Plan  or  did  not  enroll  them  in  the  System. 

For  these  reasons  the  following  changes  in  the  service  were  adopted  to 
affect  dependents  only: 

1.  Treatment  was  limited  to  one  year  for  any  one  condition,  illness,  or 
injury.  That  means  that  dependents  with  chronic  ailments  will  get  only 
one  year's  treatment  for  those  ailments.  They  will  get  such  treatment 
as  is  necessary  for  all  other  illness.  (This  provision  also  applies  to 
"independent  beneficiaries."  Independent  beneficiaries  are  retired  em- 
ployees and  those  who  are  not  under  the  Retirement  System.  Both  are 
in  the  Health  Service  on  a  voluntary  ])asis.) 

2.  The  rate  for  minor  dependents  was  increased  to  $1.50  per  month 
regardless  of  the  number  enrolled  by  the  employee,  and  application 
must  be  made  for  admission  of  all  such  dependents  in  the  family  if  any 
one  is  to  be  entered. 

3.  In  the  future  all  dependents  must  have  a  medical  examination 
before  being  admitted  to  the  System  and  any  pathological  condition 
existing  at  that  time  will  have  to  be  corrected  before  the  person  is 


admitted:  or  the  person  may  1)C  admitted  but  the  Heahh  Servire  will  not 
be  responsible  for  the  bills  for  treatment  of  that  condition. 

4.  No  minor  dependent  will  be  admitted  until  attainin<:  the  ape  of 
one  year. 
It  is  expected  that,  with  the  probable  normal  decrease  in  the  amount  of 
service  used,  these  cbanfies  affecting  dependents,  together  with  the  changes 
affecting  all  subscrii)ers.  will  just  a!)out  equalize  the  sum  paid  in  for  de- 
pendents and  the  sum  paid  out  for  them. 

The  most  important  change  affecting  both  the  dependents  and  the  em- 
ployees is  the  limiting  of  the  number  of  office  visits  for  which  the  iieallh 
Service  will  be  rt>sponsible  to  five  per  month.  77m.s  rhaniii-  uns  <i  rountrr 
proposal  to  one  made  by  the  doctors'  commiltrp  that  the  puliont  he  required 
to  pay  for  the  first  tivo  office  visits  and  the  first  tivo  home  visits.  The  Medical 
Director  felt  that  the  first  two  visits  are  of  the  utmost  importance  to  the 
health  of  the  subscribers.  Making  those  two  visits  in  time  niight  save  many 
more  later  on.  And  only  a  comparatively  few  |)atients  require  more  than 
five  visits  a  month  to  the  doctor's  office,  while  every  patient  would  be 
adversely  affected  if  he  were  compelled  to  pay  for  the  first  two  visits. 
Furthermore,  the  Board's  records  disclose  ninnerous  cases  of  patients  asking 
or  doctors  encouraging  continuous  unn<'ccssary  visiting.  The  occasional 
mend)er  who  has  to  pay  for  extra  office  visits  has  already  received  S12..S0 
worth  of  service  for  his  .S2..^()  and  still  has  the  j>rotection  of  unlimited  home 
an<l  hos])ital  visits. 

A  second  important  change  applying  to  all  subscribers  was  the  restricting 
of  the  patient  to  the  service  of  one  doctor  a  month  luiless  the  consent  of 
the  Me<lical  Director  is  obtained  to  go  to  more  than  one  member  of  the 
]>rofessional  staff.  This  cbang<'  was  adopted  to  <'urb  an  abuse  thai  had  cost 
the  System  hundreds  of  dollars  each  month.  Many  ]iatients  seemed  to 
enjoy  sho])ping  around  from  one  doctor  to  another  for  the  same  condition. 
Thev  would  not  have  done  this  if  they  had  i)een  paving  the  bills  as  indi- 
viduals, and  to  do  it  as  Health  Service  ]>atients  was  unfair  to  other  mendicrs 
and  to  the  doctors.  Tlu-re  was  also  a  tendency  on  part  of  some  doctors  to 
refer  a  patient  to  another  doctor,  and  then  another,  nnining  up  mmec-essarv 
expense.  Patients  must  have  the  right  to  change  <Ioctors.  liowever.  and  the 
doctors  must  have  the  right  to  refer  to  specialists.  That  right  is  protected 
bv  preventing  its  abuse. 

Refractions  measuring  of  the  eyes  for  glasses  were  cliniiiialcd  from 
the  benefits  beginning  with  .\ovend>er.  \'y.V).  There  was  some  quc>lion  as 
to  whether  or  not  refractions  constituteil  nu-dical  care  within  the  common 
understanding  of  the  term.  This  service  is  a  n-lalively  small  item  of  expense 
to  the  individual  but  was  costing  the  system  a  lolal  of  over  l.(MMI  units  a 
month.  These  units  of  service  could  better  be  used  b\  patients  who  were 
umpiestionably  medical  cases.  A  further  cimsideralinn  was  the  recpiot 
from    optometrists    that    they    be    permitted    to    examine    Uealth    Strvice 


patients  for  glasses.  Optometrists  are  not  doctors  of  medicine,  and  doctors 
of  medicine  are  the  only  practitioners  for  whose  services  provision  is  made 
in  Plan  1. 

A  further  change  which  affects  the  doctors  principally  and  all  suhscrihers 
only  indirectly  was  the  revision  of  the  fee  schedule  to  permit  the  general 
practitioner  to  receive  more  for  his  services.  This  was  accomplished  by 
adjusting  the  number  of  units  allowed  for  certain  surgical  procedures,  the 
result  being  to  increase  the  value  of  the  unit  slightly  for  both  surgical  and 
non-surgical  cases.  The  doctors*  committee  agreed  to  this  adjustment,  as 
they  did  to  the  other  changes.  It  is  expected  that  the  final  result  of  all  these 
changes  will  be  a  considerable  increase  in  the  rate  of  payment  to  the 
doctors,  while  leaving  the  subscribers,  especially  the  employee  members, 
with  substantially  the  same  protection  that  they  enjoyed  during  the  first 
year  of  the  Health  Service. 

ADMINISTRATION  EXPENSE 

Although  the  administrative  or  non-medical  costs  of  the  Health  Service 
were  considerably  lower  during  the  inaugural  period  of  Plan  1  than  might 
have  been  expected — 13.2  per  cent  as  compared  with  an  average  of  over 
18  per  cent  for  three  Eastern  organizations — there  is  every  indication  that 
this  expense  will  take  an  even  smaller  portion  of  the  member's  contribu- 
tion during  the  ensuing  year. 

Shortly  before  the  end  of  1939  the  organization  moved  into  new  quarters 
on  the  third  floor  of  the  Civic  Auditorium.  Here,  for  the  first  time,  the 
System  was  adequately  housed.  Prior  to  the  move  the  Administrative  office 
had  occupied  a  single  room  in  the  City  Hall.  As  the  activities  in  this  office 
increased  it  became  evident  that  it  could  not  continue  to  function  efficiently 
without  more  space.  As  more  space  was  not  availal)le  in  the  City  Hall,  the 
Mayor's  help  was  enlisted  to  request  the  Chief  Administrative  Officer  and 
the  Director  of  Properties  to  investigate  the  possibility  of  providing  the 
city  employees"  organization  with  sufficient  space  elsewhere. 

The  assistance  of  these  officials  resulted  in  the  offer  of  space  in  the 
Auditorium.  The  rooms  offered  needed  some  partitioning  and  refinishing 
in  order  to  make  them  suitalile  and  the  Board  was  told  that  the  necessary 
alterations  could  be  made  as  a  W.P.A.  project  with  the  Health  Service 
furnishing  the  materials  and  the  W.P.A.  the  labor.  This  proposal  was 
accepted  and  the  Board  now  has.  rent-free,  offices  that  will  enable  its 
functions  to  be  performed  with  a  maximum  of  efficiency.  The  cost  of  the 
alterations  was  $3,027.42.  This  investment  will  be  returned  many  times  over 
in  the  saving  on  rent.  The  administrative  office  had  to  vacate  the  room  in 
the  City  Hall,  even  though  it  could  not  get  space  in  another  city-owned 
building,  and  the  move  permitted  the  Board  to  accept  the  recommendation 
of  the  Medical  Director  that,  in  the  interest  of  efficiency  and  economy,  a 
place  also  be  made  for  himself  and  his  staff  in  the  same  quarters. 


The  rooms  occupied  liy  th(>  Mcilical  Director  hefon>  the  move  were  in 
a  private  )>iiildin^  at  909  Ilyde  Str(>cl,  which  also  housed  the  physiotherapy 
division  of  the  service.  There  the  rental  for  l>otli  the  Medical  Director  an<l 
the  physiotherapy  was  §150.  The  space  was  ahoiit  e(|ually  ili\ide<l  lietw<-cn 
the  two  and  STS  was  considered  to  he  rent  expense  of  the  Me<lical  Director's 
office.  When  it  had  heconie  apparent  that  th<'  administrative  oflfice  had  to 
get  more  space  whether  in  a  rent-free  huildin<:  or  not — this  was  hefore 
quarters  in  the  Auditorium  had  hecome  assured — an  investigation  was 
made  of  the  possihility  of  ohtaining  space  at  909  Hyde  Street.  The  price 
there  was  S125  more  for  the  additional  necessary  rooms.  The  saving  result- 
ing, then,  from  the  consolidation  of  the  adniinistrativ<'  office  and  that  <if 
the  Medical  Director  in  the  Auditorium  will  he  at  least  .S20()  a  nuinth.  or 
$2,400  a  vear,  in  rent  alone — enough  to  pay  for  the  alterations  in  a  little 
more  than  a  year.  The  oidy  added  ili-m  of  expense  is  a  small  monthly  hill 
for  janitor  service.  And  the  System  now  has  spacious,  well  arrang<'d  rent- 
free  offices  that  will  meet  its  needs  for  years  to  come.  Other  prohahle 
savings  in  the  move  will  he  low<'r  printing  hills  and  elimination  of  the 
necessity  of  duplicating  some  of  the  clerical  work  and  records. 

Aside  from  economies  resulting  from  improved  quarters  and  the  con- 
solidation of  the  offi«'es  there  should  he  a  further  reduction  in  the  propor- 
tionate non-medical  costs  due  to  the  experience  gained  in  the  early  stages  of 
the  svstem  and  the  fact  that  s<)me  of  the  work  and  expense  necessary  for 
the  launching  of  the  service  will  not  he  repeated.  The  s<'tting  u|>  of  proper 
payroll  deduction  records,  for  example,  was  a  larg<'  item  of  exi)ense  which 
will  not  he  repealed.  The  same  is  true  of  other  records  and  j)rocedures. 

It  may  he  pointed  out,  in  this  n-gard.  that  the  cooperation  and  assistance 
of  the  Conlrolh-r  and  his  staff  were  of  inestimahle  value  in  estahlishing 
and  maintaining  the  collection  and  dishurseuKMit   procedures. 

The  portion  of  the  funds  availahle  during  the  year  which  uciil  for 
so-called  overhead  was  a  little  over  1.3  per  cent.  This  includes  all  non- 
MU-dical  charges  lo  liolli  the  administrative  and  the  medical  funds,  except 
Sl.076.14  for  e(|uipmenl  and  .Sl.078.92  of  the  alt<ration  expense.  Six  per 
cent  of  the  charges  to  the  Medical  Fund  w<-re  for  non-medical  expense, 
hut  this  is  included  in  the  total  of  13  per  <ent  for  all  overhead  from  hoth 
funds. 

This  is  low  in  comparison  with  other  organizations  from  wliich  informa- 
tion was  availahle  remarkahly  low  considering  that  it  was  for  the  first 
period  of  operation  of  the  Plan  hut  it  is  fell  thai  hy  the  time  the  next 
report  on  the  Svstem  is  issued  it  will  lie  e\en  less.  In  lln-  niranlinir.  llirsv 
savittfis  irill  Ik-  itsi-d  to  prnviilr  morr  iltiys  of  Uospitiiliznliim  fur  our  mrm- 
Ix-rs  in  (trrordancf  iiilli  n  nsoliilion  rnrnlly  (itloplid  to  rxtin)l  ihvsv 
Ix'nt'fits. 
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MEDICAL  DIRECTOR 

On  Marcli  1,  1940,  Dr.  Walter  B.  Coffey,  the  Medical  Director,  addressed 
a  coiuiiiunication  to  the  Health  Service  Board,  reciting  the  difficulties  which 
had  heset  the  administration  of  the  system  during  its  first  year,  and 
expressing  the  helief  that  "We  are  now  going  forward  in  our  second  year 
in  a  hetter  atmosphere  of  good  will."  He  wrote,  "I  feel,  therefore,  that  I  can 
relax  somewhat  the  vigilance  and  attention  to  detail  that  was  so  necessary 
during  the  first  year  in  setting  up  procedures,  establishing  precedents, 
and  formulating  the  routine  of  efficient  control  of  the  medical  service." 
He  concluded  by  asking  for  more  free  time  and  a  corresponding  downward 
revision  of  his  salary. 

In  accordance  with  his  request  the  Board  adopted  a  resolution  continuing 
Dr.  Coffey  in  "full  authority  and  responsibility  as  Medical  Director,"  de- 
creasing his  salary  to  a  fee  which  approximates  $760  a  month  and  granting 
him  corresponding  time  at  his  free  disposal.  In  appreciation  of  Dr.  Coffey's 
services  the  resolution  read : 

"RESOLVED,  that  this  Health  Service  Board  take  this  occasion  to  express 
to  Dr.  Coffey  its  unreserved  confidence  and  very  high  appreciation  of  his 
administration  of  the  office  of  Medical  Director. 

"This  Board  recognizes  that  for  eight  months  prior  to  the  engagement  of 
Dr.  Coffey,  his  time  and  services  and  that  of  his  personal  attorney  were 
given  unstintingly  and  without  charge  to  working  out  a  legal  plan  of  Health 
Service  which  would  provide  adequate  medical  care  at  a  reasonable  cost  to 
the  members  of  the  system  and  yet  secure  free  choice  of  doctor  and  the 
proper  compensation  of  the  professional  staff. 

"The  Board  further  recognizes  that  it  was  Dr.  Coffey's  unequalled  experi- 
ence and  prestige  which  ena])led  him  to  organize  a  staff  of  the  best  doctors 
in  San  Francisco  to  give  service  to  our  members  on  the  liasis  of  a  unit  fee 
system. 

"The  Board  further  recognizes  the  integrity,  impartiality  and  ability  with 
which  Dr.  Coffey  has  administered  his  office,  enforcing  the  firm  discipline 
necessary  to  prevent  abuses,  and  securing  the  benefits  of  the  system  to  all 
of  its  members.  He  has,  at  the  same  time,  protected  the  interest  of  the 
subscriber  and  insisted  on  justice  to  the  doctors  on  the  professional  staff. 
His  long  experience  and  wise  judgment  have  been  of  incstimalile  value  in 
solving  the  hundreds  of  medical  and  administrative  problems  that  have 
arisen." 

EMPLOYEES 

From  the  beginning  it  has  been  the  earnest  effort  of  the  Health  Service 
Board  to  keep  administrative  expenses  at  a  minimum.  It  has  felt  that 
persons  employed  should  be  paid  standard  city  wages.    Under  the  charter 


provisions  the  Board  has  no  rifilit  to  require  eertifiealion  of  appointees 
from  civil  service  hsls  anil  couhl  not  guarantee  permanent  tenure  to  anyone 
if  they  were  so  certified. 

Generally  speaking  the  Board  has  hern  fortunate  in  securing  the  services 
of  |)ersons  who  not  only  were  c(>ni]>elent.  hut  were  greatlv  interested  in 
their  work  and  willing  to  put  forth  their  hest  efforts  to  make  the  system  a 
success.  In  July.  1939.  however,  the  Board  deemed  it  necessary  to  make  a 
major  administrative  change.  Three  emplovees  were  dismissed.  Changes 
were  made  in  the  duties  of  <»thers.  Three  clerks  were  transferred  from  heiiig 
a  charge  on  the  medical  fund  to  a  charge  on  the  administration  fund  to 
comply  with  the  terms  of  the  plan.  By  these  changes  the  sum  of  S 48.5 
monthly  was  saved  to  the  Medical  Fund  and  hecame  availahle  for  ad<litional 
payment  for  m<'dical  service.  The  e\pcns<'  on  the  administration  fund  was 
increased  S125  a  month. 

The  change  has  completely  justified  itself  in  the  improved  morale  and 
efficiency  of  the  office  force  as  well  as  hy  the  n<'t  saving  of  $360  per  month 
in  salary  expense. 

OSTEOPATHS  AND  CHIROPRACTORS 

In  October,  1938,  the  Health  Service  Board  hegan  considering  plans  to 
provide  service  for  those  who  wished  to  he  treated  hv  persons  other  than 
Doctors  of  Medicine.  Represeutalives  of  Doctors  of  Osleopalhv.  of  (.hiro- 
practic  and  drugless  therapy  presenteil  various  plans  which,  however,  could 
not  he  worked  in  satisfaclorilv  with  Plan  1.  A  chief  difficultv  was  that  these 
groups  were  not  admitted  to  j)ractice  in  any  of  the  hospitals  with  whi<-h  the 
Health  Service  System  ha<l  contracts.  On  March  10.  19,'i9.  the  Board  ad(»pted 
a  Special  Service  Flan  to  incluile  services  hy  these  schools  of  healing.  How- 
ever, suits  were  hrought  to  compel  the  admission  of  osteopaths  atid  chiro- 
practors to  Plan  1.  The  Retirement  Board,  in  view  of  tin-  litigation  then 
pending,  and  compellr-d  to  act  within  thirty  ilays.  rejected  the  Special 
Service  Plan  "without  prejudice."  The  matter  is  still  in  the  courts  (March 
1,  1940). 

GENERAL  STATISTICS 

The  statistics  ohlained  iiv  the  Board  through  an  e\lensi\e  survev  of  the 
experience  of  the  first  year  of  operation  of  the  lleallh  Scrvici-  System  wen- 
used  as  a  basis  for  making  the  adjustments  in  the  henelils  which  lie<'ame 
effective  January  1st  of  this  year  and  the  change  in  the  ral<-  on  some  (if  the 
minor  dependents  which  became  effective  a  nionlh  later. 

The  data  compiled  showed  in  detail  the  cost  of  carrying  the  three  general 
types  of  subscriber  employees,  adult  dependents  and  minor  dependents 
— and  a  comparison  of  the  exp«'nse  of  each  subscriber  group  for  each  kind 
uf  service;   that   is,  doctor  service,  hospital,  x-ray.  clinical   laboratory   anil 


ambulance.  A  similar  comparison  was  possible  by  age  groups,  by  sex  and 
by  departments. 

In  addition  to  the  figures  compiled  on  tbe  cost  of  the  various  kinds  of 
service  for  each  type  of  member,  information  was  gathered  to  show  the 
cost  of  certain  illnesses  and  operations.  Much  of  this  data,  as  well  as  that 
on  the  kinds  of  service,  the  types  of  subscriber,  and  the  departments  is  too 
voluminous  to  present  here  in  detail.  Some  of  the  more  important  findings 
will  be  summarized,  however,  in  order  that  the  members  may  see  just  what 
has  happened  under  their  system  so  far. 

The  figures  used  in  this  section  are  taken  from  the  Board's  statistical 
records  and  include  a  few  minor  adjustments  that  arc  not  reflected  in  the 
preceding  financial  statement.  The  financial  records  had  been  closed  for 
the  period  and  the  adjustments  could  not  be  shown.  Most  of  the  variance 
is  in  the  total  amount  paid  the  doctors  and  is  so  slight  that  it  does  not  affect 
the  conclusions  to  be  drawn  from  an  analysis  of  the  statistics.  The  net  dif- 
ference is  S103.18  out  of  a  total  of  $355,232.77  expended  for  medical  care. 

One  of  the  most  important  discoveries  of  the  survey — and  this  was  merely 
a  confirmation  of  earlier  predictions — was  the  fact  that  the  number  of 
dependents  using  the  service  was  far  greater  in  proportion  to  the  size  of 
the  group  than  the  number  of  employees.  This  was  especially  true  of  the 
minor  dependents.  Sixty-seven  per  cent  of  the  employees  used  the  service 
during  the  first  12  months  as  against  79  per  cent  for  adult  dependents  and 
91  per  cent  for  the  minors. 

The  cost  of  all  service  by  groups,  exclusive  of  physiotherapv.  as  shown  in 
the  statistical  records  was  $219,757.35  for  employees,  885,364.53  for  adult 
dependents,  and  844,583.34  for  minor  dependents. 

These  sums  divided  by  the  number  of  persons  in  each  group  entitled 
to  ser\ice — not  to  be  confused  with  the  number  actually  using  the  service 
— reveals  that  the  cost  per  employee  member  per  month  was  81.87.  The 
corresponding  cost  for  dependents  was  82.28  for  adults  and  82.05  for  minors. 

The  average  costs  per  patient — that  is,  the  average  cost  for  the  year  for 
each  subscriber  of  each  group  who  used  the  service — were  833.36  for  em- 
ployees, 834.66  for  adult  dependents,  and  827.09  for  minor  dependents. 

Although  the  expense  for  each  minor  who  used  the  service  was  less  than 
for  each  employee  or  each  adult  dependent  the  fact  that  a  higher  per- 
centage became  patients  meant  that  they  were  by  far  the  poorest  i-isk.  And 
against  this  poor  risk  during  tbe  first  year  was  the  factor  of  their  low  rate 
of  contribution.  For  the  82.05  per  minor  dependent  in  the  System  that  was 
paid  out  for  their  care  only  81.00  or  81.50  depending  on  whether  the 
employee  enrolled  more  than  one  child — was  contributed  to  the  Medical 
Fund. 

The  same  disproportion  between  the  amounts  paid  in  and  the  amount 
paid  out  for  their  benefits  was  true,  but  to  a  lesser  extent,  of  the  adult 
dependents.  The  sum  of  82.25  per  month  went  into  the  Medical  Fund  for 


each  adult  (lepemlonl.  Itul  the  cost  per  siil)sciil»cr  per  inoiitli  was  S2.28. 
And  this  did  not  inchidc  physiotherapy  or  non-iiicdical  overhead.  (Hearlv. 
then,  what  ha[>pened  was  that  tlie  eontrihiitions  of  the  einjilovees  were 
makin<:  up  tlie  difTerenee  l)etween  tlie  cost  of  the  service  tlic  (h-pench-nts 
received  and  the  amount  paid  in  for  tlieni. 

A  tal)le  here  will  show  what  nii<;ht  he  cailed  the  surplus  and  delicil 
resulting  from  a  comparison  of  the  costs  of  employees  and  dep<'ndents.  Of 
course  there  was  no  actual  deficit  hccause  the  conlrihutions  from  all  types 
of  suhscriijcr  went  into  a  common  fund,  and  the  unit  method  of  payin<;  the 
doctors  was  invoked  as  a  means  of  assurin;;  scdvency  of  the  System. 

TABLE  III 
COMPARISON  OF  COST  OF  EMPLOVKKS  AND  DEPENDENTS 

12  Months  ending  Srptt'mlwr  .W.  7939 

"Contributed  for 

payment  of  Cost  of 

Medical  Bills  Service  Surplus  Deficit 

Employees    $246,137.22  $219,757.35  $26,379.87 

Adult  Dept 78,397.46  85,364.53  6,967.07 

Minor   Dep 22.197.76  44,583.34  22.385.58 

•Totals    $346,732.44  $349,705.22  $26,379.87  $29,352.65 

*  TlieBe  are  net  amounts  available  for  payment  uf  doctors  and  aKcncies  of  medical  care  after  the 
expenses  of  physiotherapy,  medical  overhead,  non-medical  overhead  and  all  other  non-medical  ei- 
penditures  have  been  deducted.  The  difference  belvicen  the  total  amount  available  for  payment  of 
medical  bills  from  contributions  of  the  year  and  the  cost  of  the  service,  and  between  the  totals  of 
the  surplus  and  the  delicit  column  represents  part  of  the  sum  uf  $3,427.19  appropriated  to  the 
Medical  Fund  of  Plan  1  from  the  funds  collected  March  l.'i.  March  31  and  April  15.  1938.  Thia 
difference  plus  the  unexpended  balance  of  the  Medical  Fund  and  the  difference  between  the  financial 
and  statistical  records  equals  the  amount  transferred. 

(All  the  above  fieures  are  based  on  the  amounts  actually  paid  out  for  medical  care,  and  do  not  reveal 
what  the  cost  would  have  been  if  the  full  value  of  the  unit  had  been  paid  the  doctors  for  all  12  months 
under  the  fee  schedule  in  use  durinK  that  time. 

The  ratio  of  the  cost  of  each  group  to  the  cost  of  the  otiiers  remains 
unchangerl.  of  course,  when  the  cost  amounts  are  extendeil  proportionately 
to  the  point  where  the  full  value  of  the  unit  would  have  heeii  paiil.  The 
interesling  discovery  here  is  that  a  hori/.onlal  rate  increase  of  64  cents  j»cr 
suhserilier  per  month  would  have  liecn  n<■<•<■^^arv.  In  other  worils.  to  have 
paiil  the  doctors  at  a  tlollar  a  unit  the  montiily  contriliution  rate  for  llie 
employees  and  adult  dependents  would  have  to  liaM-  liecn  $3.19.  uikI  tin 
minor  dependents.  SI. 69  for  those  who  were  in  at  .SI. (HI  antl  S2.19  for  those 
whose  rate  had  hceii  SI. .')<). 

If  each  group  had  home  the  cost  of  its  own  service  independently  of  the 
funds  paid  in  for  the  other  two  groups,  the  rale  for  employees  necessary 
to  have  paiil  the  iloctors  the  maximum  value  of  the  unit  would  Uuxr  lieen 
S2.88  an  increase  «>f  .'?8  cents.  The  montiily  contrihiition  f«u-  ilepentlents 
on  this  hasis  woiihl  have  licen  S3..'>1  for  atliilts  and  $2.91  for  minor*,  in- 
creases  of   $1.01    for   adults   and    $1.41    and    $1.91    f«ir   minor   ilcpendenis. 
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depending  on  whotluT  or  not  the  cniplovec  broiifjlit  in  more  than  one  child. 
And  this  rate  on  minors  does  not  allow  anvthinf;  for  non-medical  or  over- 
head expense,  as  the  entire  amount  of  the  contribution  for  these  dependents 
is  allocated  to  the  Medical  Fund.  These  theoretical  rates  do  not  indicate  by 
any  means  what  the  subscription  rates  would  have  to  be  under  normal  or 
more  or  less  static  conditions  to  pay  the  doctors  well.  They  merely  show 
what  the  service  used  would  have  cost  per  subscriber  if  the  full  value  of 
the  unit  had  been  paid  during  the  first  year — a  period  when  disadvantages 
of  innovation,  the  abuses,  the  misunderstandings,  the  chronic  and  pre- 
existing conditions  in  the  membership,  and  the  unforeseen  difficulties  of 
administration  were  felt  to  the  fullest  extent. 

The  following  tables  show  a  comparison  of  all  service  and  the  separate 
kinds  of  service  (except  physiotherapy)  for  12  months  by  type  of  sub- 
scriber. 


TABLE  IV 

ALL  SERVICE 

(Except  Physiotherapy) 

Employee  Adult  Minor  All 

Members  Dependents    Dependents    Subscribers 

Average   No.  Subscribers 9,809  3,124  1,817  14,750 

Using  service  6,587  2,463  1,646  10,696 

Percentage  using  Service 67  79  91  73 

Average  cost  per  Patient $33.36  S34.66  $27.09  $32.69 

Cost  per  Subscriber  per  month S   1.87  $  2.28  $  2.05  $  1.98 

NOTE: 

At  the  request  of  the  Board.  Controller  Harold  J.  Boyd  made  an  extensitw 
survey  of  the  finances  of  the  Board.  In  his  report  the  folloicing  allocation 
of  contributions  to  and  expenditures  from  the  Medical  Fund  is  shoirn. 

Medical  Fund  receipts: 

Average  from  all  subscribers  per  month $2.1178 

Plus  contribution  from  Plan  1  Inoperative 0168 

Total  $2.1346 

This  is  made  up  of  the  $2.25  per  month  from  each  employee  and  adult 
dependent  subscrilx'r  and  the  average  of  $1.1770  from  each  minor  de- 
pendent subscriber  per  month. 

Out  of  this  average  receipt  per  subscriber  per  month  Controller  Boyd 
assigns  the  expenditures  as  follows: 

Medical   Services  $1.9757 

Medical  Director  .0657 

Personal  Services    I  Physiotherapy  and  assistants) 0586 

Other  expenditures  0346 

TOTAL $2.1346 

25 


TABLE  V 
SEPARATE  SERVICES 

Employee  Adult 

Members  Dependents 

Cost   per   Patient    Doctor   S.m\  ice $22.62  S23,IS 

Per  Subscriber  per  iiiontb  Doctor 

Service   $  1.27  $  1.52 

Number   Patients   Hospitalized 815  :tl') 

Per  rent  Subscribers  Hospitalized 9  10 

Cost  per  Patient  Hospitalized $62.80  $68.22 

Average  days  per  patient  Hospitalized..           8.7  <1.5 

Hospital  Cost  per  Subscriber  per  montb  ?  .15  S  .58 
Cost  per  Subscriber  per  month  X-ray, 

Clinical  Lab.  &  Ambulance S     .15  $     .18 


Minor 

All 

Dependents 

Subscribers 

$21.63 

$22..59 

S   1.61 

$   1.37 

3:i6 

1,500 

18 

10 

$19.63 

$54.28 

2.7 

7.5 

$     .30 

$     .46 

$  .11 


$     .15 


The  followini;  s<'i-i> .-  of  tahlos  show,*  a  comparison  of  iiirdical  rosts  of 
all  .scrvicf  rxccpf  physiotherapy  hy  af;e  f;ronps.  Male  and  female  employees 
were  tahiilated  .«eparalelv.  Both  lahiilalions  show  a  steady  increase  in  cost 
from  the  lowest  to  the  hif;hest  a^^e  {groups.  The  cost  per  case  for  the  men  is 
hi{;her  than  for  the  women,  hiil  a  hifther  proportion  of  the  women  in  each 
age  group  had  medical  care,  making  them  a  considerahly  poorer  risk.  Vi  ilh 
the  exception  of  one  irregularity  the  same  increase  hy  age  gron|>  is  seen  in 
the  cost  of  the  adult  dependents.  Male  and  female  adult  dejx'iidents  were 
not  tahiilated  sei)aralely  hecanse  there  are  not  enough  male  adult  depend- 
ents to  provide  a  reliahle  hasis  for  either  an  age  or  a  .sex  comparison.  The 
higher  cost  of  the  adult  dei)endenfs  over  the  employees  is  reflected  in  a 
comparison  with  each  age  group  and  either  sex.  Minor  dependents  were 
not  separated  hv  sex  hecanse  of  the  helief  that  sex  is  not  an  imporlant  factor 
in  either  the  rate  or  cost  of  illness  it)  this  type  of  suhscriher.  In  fact  a 
tahulation  showed  litlh'  <lifrerenee  hy  age  <-xcept  for  one  group.  Tlie  age 
group  from  5  to  9,  inclusive,  was  much  higher  than  any  oilier.  This  is  partly 
due  to  the  large  number  of  tonsil  operations  in  tli<'  group. 


TABLE  M 
INCIDENCE  OF  ILLNESS  AND  COST  in    U.V.  (MiolT'S 

Mdir  I'.in filoyrrs 


!\itnibei 
Age  Kmployvi 

Under  30  598 

30—39  1.619 

40^-49    1,517 

50—59    1.637 

60—69 944 

All   AgeH  6,315 


Percent 

Cost  P, 

L'sing 

Cost  Per 

Employ: 

Service 

PiitienI 

Per  A/..FI 

55% 

$25..55 

$1.17 

62 

30.08 

I..56 

62 

30.87 

1..59 

6t 

36.32 

1.93 

71 

43.97 

2.60 

637c 

$33.85 

$1.78 

TABLE  VII 


INCIDENCE  OF  ILLNESS  AND  COST  BY  AGE  GROUPS 

F  I'm  ale  Employees 


Number 
Age  Employees 

Under  30 387 

30—39    1.179 

40—49    1,023 

50—59    .      573 

60—69    , 292 

All  Ages 3,454 


Percent 

Cost  Per 

Using 

Cost  Per 

Employee 

Service 

Patient 

Per  Month 

67% 

S24.04 

S1.35 

76 

31.15 

1.98 

76 

33.29 

2.10 

73 

35.95 

2.20 

77 

39.73 

2.54 

75% 


$32.60 


$2.03 


Table  VIII 

INCIDENCE  OF  ILLNESS  AND  COST  BY  AGE  GROUPS 

Adult  Dependents — Male  and  Female 


Number 
Age  Dependents 

18—30 513 

30—39    735 

40—49    687 

50—59    541 

60—69    399 

70— above   249 

All  Ages .,- 3,124 


Percent 

Cost  Per 

Using 

Cost  Per 

Dependent 

Service 

Patient 

Per  Month 

76% 

$25.11 

S1.60 

78 

34.62 

2.25 

78 

33.84 

2.19 

81 

37.29 

2.51 

81 

38.69 

2.63 

82 

43.14 

2.95 

79% 


$34.66 


$2.28 


TABLE  IX 

INCIDENCE  OF  ILLNESS  AND  COST  BY  AGE  GROUPS 

Minor  Dependents — Male  and  Female 

Percent  Cost  Per 

Number  Using  Cost  Per  Dependent 

Age  Dependents  Service  Patient  Per  Month 

Under  5  532  95%  $22.98  S1.81 

5—  9    515  97  32.69  2.63 

10—14    494  81  26.83  1.81 

15—17    276  89  24.58  1.83 

All  Ages  1,817  917c  S27.09  S2.05 

The  following  table  shows  a  comparison  by  department  of  the  number 
and  percentage  of  subscribers — employees  and  dependents — using  the  ser- 
vice during  the  first  12  months,  the  average  cost  per  patient,  and  the  cost 
per  subscriber  per  month  for  all  medical  service  except  phvsiothcrapy. 
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TABLK  X 

INCIDENCE  AND  COST  OF  ILLNESS  AND  IN.H  RY 
OF  ALL  SlHSCRllJKHS  n\   DEPARTMENT 

12  Months  Kndlna  SrnK'iiihcr  :iO.  l<>:i>> 


I\ urn  her 


i\ II  in  her 
Depiirlini-nt  Subscrihi-r: 

Eduralion    (monthly)    3,561 

Education    (semi-monthlv)....      596 

Fire    .; 1,110 

Hoiilth   (Except  S.  F.  Hosp.)      565 

S.  F.  Hospital 679 

Municipal  Ry 1,482 

Park  542 

Police    2,011 

Public  Works  1,277 

Water    565 

Miscellaneous 2,359 

TOT  \  1 14,750 


PenentiiiiP        Cost 


Cost  Per 


Ushif! 

I'sinp 

Per 

Subscriber 

Service 

Service 

Patient 

Per  Month 

2,751 

nVc 

S3 1.90 

$2.04 

438 

73 

28.58 

1.75 

782 

70 

31.52 

1.85 

493 

87 

30.66 

2.23 

554 

82 

29.06 

1.98 

1,036 

70 

32.09 

1.87 

338 

62 

37.45 

1.95 

1,467 

73 

28.84 

1.75 

895 

70 

36.91 

2.16 

396 

70 

31.53 

1.84 

1,912 

81 

31.44 

2.12 

*  10,696 


73% 


$32.69 


$1.98 


"  Duplications  due  to  same  members  bcinff  in  different  departments  are  eliminated. 

The  followiiif;  tal)lo  shows  the  miiiil>or  of  palimts  treated  for  certain 
types  of  ilhiess  during  the  first  12  iiioiitlis  of  the  Health  Service,  the  cost  of 
these  illnesses,  and  the  ininiher  and  cost  of  certain  operations.  The  ainoimts 
are  the  eoinhined  expense  of  tloctor  and  hos])itaL  hut  do  not  include  x-rav 
and  clinical  lalioratory  examinations  for  ainhiiiatory  patients.  ainhiilanc<- 
or  ]>hysit>tiierapy : 


TABLE  XI 

NUMBER  OF  CERTAIN   ILLNESSES    \ND  OI'ER  VTIONS 
AND  COST  OF  DOCTOR  AND  IIOSI'II  Al.  SERVICE 


Illness  or  Operiiliiin  \iimher  I'lilieuls 

Minor   Respiralory   3,353 

Pneumonia     _ 83 

Dis€-ases  of  the  Heart  and  Circulatory  System. 1.374 


Acute  ConiMiiiiiir:iliIe 

Neuritis   ami    \rllirili- 

Diseases  of  lit,-  Skin 

Reiiiovai  (if  Ti>ii-il-  and  Adenoidi* . 

Heinoval   of    \ inlix   

Removal  of  (;all  liladder 

Other  Laparotomies  _ 

Hernia 

Fractures 


930 

.777 

938 

387 

98 

24 

68 

56 

178 


Cost  of  Doctor 
iinil  Hospital  Can 
$23,525.91 
3.215.01 
17.112.32 
6.108.11 
6.133.57 
5.708..S6 
15.933.60 
7.191.40 
1.713.70 
5.682.35 
9.761.65 
6.867.01 


SUMMARY 


A  suniiiiary  of  the  experience  of  the  initial  period  of  operation  of  the 
Heahh  Service  System  and  an  appraisal  of  the  present  situation  indicates 
that  the  organization  has  passed  throufjh  the  most  hazardous  sta{!;es  of  its 
development. 

It  has  seen  the  charter  provision  Ijy  which  it  was  established  and  the 
Plan  under  which  it  sought  to  provide  medical  care  for  its  members  upheld 
in  the  highest  court  of  the  state.  It  has  seen  most  of  the  doctors  of  the 
connnunity  come  forth  voluntarily  to  participate  in  the  Plan  for  the  benefit 
of  those  who  desired  their  services.  It  has  seen  all  but  one  of  the  major 
hospitals  of  the  city  enter  into  an  agreement  to  accept  member  patients  at 
a  uniform  rate  of  compensation,  and  it  has  seen  numerous  agencies  of 
auxiliary  medical  care  signify  their  willingness  to  take  part  in  the  move- 
ment to  provide  the  best  of  medical  care  on  a  fixed  rate,  prepayment  basis 
for  a  large  group  of  what  are,  for  the  most  part,  low  and  moderate  income 
persons. 

It  has  seen  a  majority  of  the  medical  profession  cooperate  in  an  attempt 
to  relieve  the  individual  wage  earner  and  family  head  who  happened  to 
he  a  city  employee  of  the  financial  responsibility  or  fear  of  the  financial 
responsibility  of  a  serious  illness  or  injury  to  himself  or  members  of  his 
family.  It  has  seen  a  large  portion  of  its  members  avail  themselves  of 
medical  care  and  it  has  seen  many  of  its  members  saved  from  a  heavy 
burden  of  expense  or  indebtedness. 

It  has  seen  the  medical  profession  of  the  state  establish  a  similar  health 
service  for  other  low  and  moderate  income  groups  in  puljlic  and  jjrivate 
employment. 

It  has  seen  a  lessening  of  opposition  to  the  idea  of  group  health  protection 
from  many  of  those  of  both  the  medical  profession  and  the  membership 
who  did  not  understand  or  were  not  in  sympathy  with  the  aims  of  the 
System  and  the  Board  chosen  by  the  employees  to  administer  it. 

This  change  of  attitude  has  come  about  as  members  and  doctors  became 
familiar  with  the  working  of  the  Plan  and  as  improved  conditions  enabled 
the  System  to  pay  the  doctors  more  nearly  what  their  services  were  worth. 
At  the  time  the  doctors  signed  up  with  the  Health  Service  they  knew  they 
were  taking  a  risk.  Neither  they  nor  the  Health  Service  Board  knew  what 
that  risk  was  or  what  financial  loss  they  might  be  forced  to  take.  Their 
attitude  was  one  of  uncertainty  but  impartiality — to  "give  it  a  trial  and  see 
how  it  works."  The  result  was  that  the  doctors  received  somewhat  less 
money  from  the  city  employees  for  each  item  of  service  than  formerly,  but 
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thoy  rondorod  a  ^reat  deal  more  service,  and  in  the  afifirejiate.  reeeived  a 
much  hi<;hcr  total  payment. 

When  tlie  vaUic  of  the  service  unit  went  down  In  from  IjO  to  ()0  cents 
there  was  widespread  dissatisfaction  amon<:  tlie  doctors.  an<l  this  dissatis- 
faction carried  over  to  the  patients.  Then,  as  the  value  of  the  unit  increased 
toward  the  end  of  the  first  year,  and  as  it  was  seen  that  adjustments  eouhl 
be  made  which  would  increase  it  still  further,  there  was  a  lesseninj;  of 
criticism  of  the  System  from  hoth  doctors  and  patients.  They  were  awaiting 
a  review  of  the  service  hy  rei>resentatives  of  the  doctors,  the  Medical  Direc- 
tor, and  the  Health  Service  Hoard  as  pro\ided  in  the  Plan.  Hy  the  time  this 
review  was  undertaken  it  was  ohvious  that  the  dependents  were  usinj;  too 
much  service  for  what  was  heinj;  paid  in  for  them.  Restriction  of  the 
henefits  for  deiiendents  to  one  year  for  cliroiiic  conilitions  and  an  im-rease 
in  the  rate  for  multiple  minor  dependents  e\id<-ntly  would  do  mu<"h  to 
better  the  position  of  mend)ers  of  the  jirofessional  staff.  These  adjustments 
were  made.  Next,  in  ord<'r  to  curb  abuses  by  a  few  of  the  doctors  and  more 
than  a  few  of  the  jiatients,  and  in  order  to  provide  more  money  for  a 
majority  of  the  doctors  without  seriously  affectin;;  most  of  the  nu-nd)er». 
the  nundx'r  of  office  visits  jier  month  for  which  the  Health  Service  would 
pav  was  limited  to  five  ]>er  ])atient.  Home  and  hospital  visits  remained 
unchanged.  These  and  other  adjustments,  tofiether  with  the  partial  elearinj; 
up  of  j)re-existinf:  conditions  and  the  realization  by  some  of  the  mend>ers 
that  if  they  were  to  receive  the  best  of  medical  attention  when  they  really 
needed  it  they  couldn't  have  too  much  when  they  didn"t  nee<l  it.  have  niaile 
the  diilerence  between  payinj;  the  doctors  inadequately  and  paying  them 
sonu-wherc,  at  least,  near  what  they  believe  their  services  are  worth. 

For  January  of  19'A')  the  iloctors  reeeived  .'SO  <'ents  a  unit.  For  the  last 
month  of  that  year  they  received  80  lenls.  an  inc-rease  of  'M)  cents  or  60 
per  cent  over  the  low  for  the  year.  The  full  elfect  of  the  adjustments  in  the 
IMan  have  not  yet  been  felt.  It  is  the  firm  i)elief  of  the  Health  S<rvice  Hoard 
that  within  a  few  months  alter  the  adjustments  have  become  fuilv  elTective 
the  rate  of  payment  will  be  high  enough  so  that  there  will  be  very  little 
criticism  of  the  System  on  that  score. 

In  the  meantime,  the  Board  is  devoting  its  ciTorts  to  other  problems. 
It  is  attempting  to  maintain  the  most  eflficient  ailministrative  procedure 
possible  so  thai  as  large  a  portion  of  the  employees'  coiilribulion  as  po^^iblr 
may  go  for  actual  medical  care.  It  is  attempting  to  cxli'iid  ihc  hospital 
benefils  by  using  the  funds  saved  through  adminislralive  economies  to 
pro\ide  additional  care  for  those  who  need  more  than  21  days.  It  has 
adopted  and  is  attempting  to  |iul  into  op<-ration  a  plan  to  supplement  I'lan 
1  iiy  providing  the  services  of  non-medical  pra<-titioners  for  tliosi-  employees 


wlio  prefer  them  to  doctors  of  iiieilicine  for  conditions  which  do  not  require 
hospitahzation. 

Finally,  it  is  attempting  to  hiiild  up,  step  by  step,  a  group  health  pro- 
tection system  which,  through  the  combined  contribution  by  its  members 
of  a  nominal  monthly  sum,  will  meet  the  medical  needs  of  the  individual 
subscriber  without  disturliing  the  time-honored  relationship  between  the 
doctor  and  his  patient. 

The  Board  believes  it  has  gone  far  in  this  attempt.  It  believes  that  the 
municipal  employees  of  San  Francisco  now  have  a  workable  health  service 
system,  one  which  will  endure  and  will  l)ccome  a  model  for  other  public 
employee  groups  throughout  the  country,  and  one  which,  over  a  period  of 
time.  Mill  mean  better  health  for  its  members  and  greater  security  through 
removal  of  the  danger  of  financial  loss  from  serious  illness  or  injury. 
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